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Where to get help preparing your local budget

Finance and Taxation.........ccceeveevvvevevecveenenne 503-945-8293
E-mail...coooooiiiiiiiiiiiieieee finance.taxation@state.or.us

Each year the Department of Revenue makes available
a booklet that contains forms and instructions for sum-
marizing your district’s budget for publication and
certifying the tax levies to the assessor. These forms meet
the minimum requirements of local budget law and are
free of charge.

The forms are available each year beginning in Janu-
ary on the department’s website at www.oregon.gov/
DOR.

The booklet is available upon request by contacting the
Finance and Taxation Unit by telephone, e-mail, or at
the address below. If you would like a copy sent to you,
please request your copy no later than November 15.

Finance and Taxation Unit
Oregon Department of Revenue
PO Box 14380

Salem OR 97309-5075

Your district may also computer-generate the budget
detail and publication forms based upon your district’s
own computer formatting.

Have questions? Need help?

General tax information.............. www.oregon.gov/DOR
Salem ..o 503-378-4988
Toll-free from an Oregon prefix .............. 1-800-356-4222

Asistencia en espaiol:
En Salem o fuera de Oregon .............c......... 503-378-4988
Gratis de prefijo de Oregon ..................... 1-800-356-4222

TTY (hearing or speech impaired; machine only):
Salem area or outside Oregon .................... 503-945-8617
Toll-free from an Oregon prefix.............. 1-800-886-7204

Americans with Disabilities Act (ADA): Call one of
the help numbers above for information in alternative
formats.







Local Budgeting in Oregon
is a supplement to the
Local Budgeting Manual
(150-504-420), hereafter
called the Manual. This
booklet will introduce
you to the requirements
of Oregon’s Local
Budget Law, but it is
not a substitute for the
Manual. Before you take
any formal action in the
budget process, consult the
Manual.

First, the basics
What’s the law?

Most local governments in Oregon,
from the smallest cemetery district to
the largest city, must prepare and adopt
an annual budget. (The only exceptions
are local governments specifically
exempted.) Schools, counties, cities,
ports, rural fire protection districts,
water districts, urban renewal agen-
cies, and special districts are all subject
to the same budget provisions.

This is not unusual. Many states have
specific laws which require units
of local government to prepare and
adopt annual operating budgets. Yet,
Oregon’s budgeting system is consid-
ered one of the most progressive in the
nation. Why?

Look at Oregon’s Local Budget Law.
(You'll find it in Chapter 294 of the Or-
egon Revised Statutes.) The law does
two important things:

1. It establishes standard procedures
for preparing, presenting, and
administering the budget.

2. It requires citizen involvement in
the preparation of the budget and
public disclosure of the budget be-
fore its formal adoption.

Many people rely on you, as an elected
or appointed official, to see that the
annual budget is prepared correctly.
State officials check to see that the
budget is prepared and administered
according to law, and citizens in your
district check to see that programs
they want and need are adequately
funded. This makes budgeting in
Oregon a joint effort between the
people affected by the budget and
the appointed and elected officials
responsible for providing the ser-
vices.

To give the public ample opportunity
to participate in the budgeting process,
local budget law requires that a budget
officer be appointed and a budget com-
mittee be formed. The budget officer
draws together necessary information



and prepares the first draft of the
budget. The budget committee then
reviews and revises the proposed
budget before it is formally approved.
Notices are published, budgets are
made available for public review, and
at least two opportunities for public
comment are provided. These require-
ments encourage public participation
in the budget-making process and
give public exposure to budgeted pro-
grams and fiscal policies before their
adoption.

Naturally, citizen involvement varies
from one community to the next. If
the patrons in your district are active
and involved, you may find citizens
asking for information not specifically
required under local budget law. It is
up to your local government to prepare
a budget that clearly outlines its fis-
cal policies and is satisfactory to the
voters of the district. If you can make
your budget clear and concise, you'll
find that taxpayers have a better un-
derstanding of the purposes for which
their tax dollars are spent. You may

also find the citizen input informative
and beneficial.

What is a budget?

A budget is a financial plan contain-
ing estimates of expenditures and
revenues for a single fiscal year (July 1
through June 30).

Note: Local governments have the
option of budgeting on a 24-month “bi-
ennial” budget period or by fiscal year.
For the differences entailed in biennial
budgeting, see page 24. Throughout
this booklet, we refer to “fiscal year”
but if a local government adopts a bi-
ennial budget, the period referred to is
a 24-month period.

Besides outlining programs for the
coming year, the budget controls the
local government’s spending authority.
Since the budgeting process encour-
ages citizen input, the budget is also
a vehicle for obtaining public opinion
about proposed programs and fiscal
policies of your district.

The content and detail of each budget
will vary substantially because of
differences in the purpose, size, and
complexity of local governments.

Who is on the budget committee?

The budget committee consists of the
members of the local governing body
(such as county commissioners or
school board members) and an equal
number of citizens at large. The citi-
zens are appointed by the governing
body and serve terms of three years.
Terms are staggered so that about
one-third of the appointed terms end
each year.

Note: For most of the districts in
Multnomah County, because the Tax
Supervising and Conservation Com-
mission (TSCC) holds the budget
hearing, the governing body is the
budget committee and there are no
appointive members. These districts
should consult with the TSCC about
their processes. This publication ad-
dresses the budget committee process
for all other districts in the state.



The budget cycle

The nine steps

Budgeting is not something you do
once a year. It’s a continuous operation,
and it takes 12 months to complete a
cycle. The budgeting process is actually
in three parts: The budget is prepared,
approved, and finally adopted. Your
budget must be prepared far enough
in advance so that it can be adopted
before June 30. After adopting the bud-
get, the governing body will make the
necessary appropriations and certify
the tax levy to the county assessor.

To simplify this rather complex pro-
cess, we've divided budgeting into
nine steps.

Preparing the budget

1. Budget officer appointed. Each
local government must have a
budget officer, either appointed by
the governing body or designated
in the local government’s charter.
The budget officer is under the
supervision of either the executive
officer or the governing body.

2. Proposed budget prepared. The
budget officer is responsible for
preparing or supervising the
preparation of the proposed budget
for presentation to the budget
committee.

Approving the budget

3. Budget officer publishes notice.
When the proposed budget and
the budget message are ready, the
budget officer publishes a “Notice
of Budget Committee Meeting.” If
notice is published in a newspaper
of general circulation, it must be
published at least twice, five to 30
days before the scheduled budget
committee meeting date, separated

by at least five days. If notice is
hand delivered or mailed, only one
notice is required not later than 10
days prior to the meeting.

. Budget committee meets. At least

one meeting must be held to 1)
receive the budget message and
budget document, and 2) hear the
public. The budget officer provides
a copy of the proposed budget
to each member of the budget
committee. The copies may be
distributed any time before the
advertised budget committee meet-
ing. Itis also acceptable to wait and
distribute the budget at the adver-
tised meeting. When the budget is
given to the budget committee, it
becomes a public record and must
be made available to the public.

A majority of the budget committee
members cannot get together in per-
son, by telephone, or e-mail before
the advertised meeting to discuss
the budget. All budget discussions
must be held at public meetings.



At the budget committee meeting,
the budget message is delivered.
The budget message explains the
proposed budget and significant
changes in the local government’s
financial position. At this meet-
ing, the budget committee may
provide members of the public
the opportunity to ask questions
about or comment on the budget.
If public comment is not allowed at
this meeting, the budget committee
must provide the public with the op-
portunity at subsequent meetings.

After the initial meeting, if needed,
the budget committee may meet
as many times as needed to revise
and approve the budget. If two
or more meetings are held to take
comment from the public, only
the first meeting to do so must
meet the publication requirements
explained in step 3. Notice of ad-
ditional meetings for this or any
other purpose may be provided in
the same time frame and manner as
notices of meetings of the govern-
ing body. Notice of other meetings

of the budget committee must be
provided as required by Oregon
public meeting law. All meetings
are open to the public.

. Committee approves budget.

When the budget committee is
satisfied with the proposed bud-
get, including any additions to or
deletions from the one prepared
by the budget officer, the budget
is approved. If the budget requires
an ad valorem tax to be in balance,
the budget committee must ap-
prove an amount or rate of total
ad valorem property taxes to be
certified to the assessor.

Advertising and holding hearings

6. Budget summary and notice of

budget hearing published. After the
budget is approved, a budget hear-
ing must be held by the governing
body. The budget officer must
publish a summary of the budget
approved by the budget committee
and notice of budget hearing five to
30 days before the scheduled hear-
ing. This information must either

appear in a newspaper of general
circulation, be mailed, or be hand
delivered.

If no newspaper is published in
your district and estimated expen-
ditures for the ensuing year do not
exceed $50,000, you may provide
the budget summary and notice
of budget hearing by posting it in
three conspicuous places within the
district for at least 20 days prior to
the date of the hearing.

If the district posts the budget
summary and notice of budget
hearing, then five to 30 days before
the scheduled hearing, a second
notice of budget hearing must
be published in a newspaper of
general circulation, mailed, or
hand delivered. The second notice
need not contain the summarized
financial information found in the
first notice. It should briefly repeat
significant information about the
scheduled budget hearing, and in-
dicate where the complete budget
document is available for inspection.



See the Manual for details on publi-
cation requirements.

. Budget hearing held. The budget
hearing must be held by the gov-
erning body on the date specified
on the public notices.

The purpose of the hearing is to
receive citizens’ testimony on the
budget approved by the budget
committee. Additional hearings
may be held. All hearings are open
to the public.

Adopting the budget
8. Budget adopted, appropriations

made, tax levy declared and catego-
rized. By law, the governing body
may make changes in the approved
budget before or after it is adopted,
but no later than the beginning of
the fiscal year to which the budget
relates. However, without first
publishing a revised budget sum-
mary and holding another budget
hearing:

¢ Taxes may not be increased be-
yond the amount approved by
the budget committee, and

e Estimated expenditures in a fund
may not be increased by more
than $5,000 or 10 percent, which-
ever is greater.

After the budget hearing, and after
considering relevant testimony, the
governing body adopts the budget.
It should not be formally adopted
until the latter part of June so
last-minute revisions to revenue
or expenditure estimates can be
incorporated.

The governing body must enact a
resolution or ordinance to 1) for-
mally adopt the budget, 2) make
appropriations, and if needed, 3)
levy, and 4) categorize any tax. The
budget is the basis for making ap-
propriations and certifying the tax
levy. The resolution or ordinance
must be adopted no later than June
30. See the Manual for the format of
the resolution or ordinance.

9. Budget filed and levy certified. The

final step in the budget cycle is to
certify any necessary property tax
levy.

Districts levying a property tax
must submit to the county asses-
sor’s office on or before July 15:

* Two copies of notice of levy and
the categorization certification,
and

* Two copies of the four resolutions.

Each local government that does
not levy a property tax must send a
copy of the resolution adopting its
budget and making appropriations
to the Department of Revenue on
or before July 15. Send a copy of the
complete budget to the county clerk.
School districts also submit a copy
of the budget to the county educa-
tion service district office and to the
Oregon Department of Education.



The budget document

All budgets must meet certain mini-
mum requirements, outlined here. For
specific examples consult the Manual.

Under local budget law the budget
must follow a basic format. Expendi-
tures generally are broken down first
by fund, then by organizational unit
or program, and then, more specifi-
cally, by object classification and object.
Revenues are broken down by fund, at
the least.

What is a fund?

A fund is a fiscal and accounting
entity with self-balancing accounts
set aside to carry on a specific activ-
ity or to meet certain objectives in
accordance with a specific regulation.
The requirements and resources of
a fund must always balance. Every
budget has at least one fund (com-
monly called the General Fund) which
is used for everyday operation of the
local government.

Depending on the size and complexity
of your local government and the ser-
vices it provides, your district may also
have a number of special funds. The
most common reason for establishing a
special fund is to account for a revenue
source whose use is limited to a par-
ticular kind of expenditure. Examples
include: debt service funds, construc-
tion funds, reserve funds, street funds,
water funds, and sewer funds.

What is an organizational unit?

Some funds are broken down to account
for one or more organizational units or

activities, which are merely subdivi-
sions of a fund. An organizational unit
might be a department, office, or divi-
sion. What you call these units is up to
your local government.

What is a program?

Budget requirements may be prepared
by program. Programs are groups of
activities to accomplish a major service
or function. Schools use programs in
budgeting.

Budget format

Your budget detail sheets for expen-
ditures and revenues must show in
parallel columns:

1. Actual expenditures and reve-
nues for two years preceding the
current year.

2. Budgeted expenditures and rev-
enues for the current year.

3. Estimated expenditures and
revenues for the coming fiscal
year. Upcoming fiscal year esti-
mates should be broken into three



columns: proposed, approved,
and adopted, showing estimated
amounts as they are considered
through each step of the budget
process.

Information in each column must be
itemized to show all estimated or in-
curred expenditures and revenues.

Revenues

Budget revenues are divided into two
types: ensuing year property tax and
nonproperty tax revenues. Property
taxes shown in your budget will not
be the same as the property tax “levy”
you submit to the assessor.

There are three reasons for this. First,
not all taxpayers pay their taxes in the
year billed. Second, discounts are giv-
en for timely property tax payments.
Third, the Oregon Constitution sets a
limit on the amount of taxes that can be
collected from an individual property.

You must estimate the amount of taxes
to be lost because of the “constitutional

limits” and “discounts allowed and
other uncollected amounts.”

The total of these amounts plus es-
timated taxes to be received cannot
exceed your district’s taxing authority,
which includes its rate limit, voter ap-
proved local option levies, and levies
to repay bonded debt. This total is the
amount of tax levy that is certified to
the assessor.

The amount estimated as “loss due to
constitutional limit” will vary from
district to district. Late in October or
early November each year, the tax col-
lector sends the district a report on the
amount of taxes that will actually be
billed for the district. This is called the
taxes imposed.

“Discounts allowed and other un-
collected amounts” normally will
represent only a small percentage of
the property tax levy. Contact your
county tax collector for help in deter-
mining this percentage.

You next need to calculate how much
tax revenue can be raised using the
district’s permanent rate limit.

Rate Limit
times
Estimated District Assessed Value
equals
Amount Raised By Rate Limit

This amount plus any local option
taxes or bond levies, less the estimate
of taxes to be lost, is the amount of tax
revenue estimated to be received. If
this amount is less than the amount
needed for the budget, requirements
must be reduced, other sources of
revenue found, or additional taxing
authority approved by voters.

Expenditures: by fund

Under the law, budget expenditures
must be itemized to show all esti-
mated expenses. The estimates may
be prepared either by program or
organizational unit. Within any fund
each expenditure must be detailed and
identified, arranged by organizational

7



unit if applicable, and put into one of
these major object classifications:

e Personal services includes all
salaries, fringe benefits, and miscel-
laneous costs associated with salary
expenditures.

® Materials and services includes con-
tractual and other services (example:
audit or legal services), materials,
supplies, and other charges.

e Capital outlay includes acquisition
of land, buildings, improvements,
machinery, and equipment.

Some special expenditures do not fit
logically into one of these three object
classifications. These are put in special
categories. The most common special
categories are:

* Debt service includes repayment
of principal and interest on bonds,
interest-bearing warrants, and short
term loans.

e Transfers. An amount to be given
as a resource to another fund in the
budget.

® General operating contingen-
cies. A special amount set aside in
the upcoming year for unforeseen
expenses.

e Unappropriated ending fund bal-
ance. A special amount set aside in
a budget for use as a resource in the
beginning of the next fiscal year after
it was budgeted.

Expenditures: program budgets

Program budgets are prepared dif-
ferently. Detailed estimates for each
program must be arranged by activity
and put into separate object classifica-
tions, as already described. Program
budgets also must include a fund
summary. The summary must cross-
reference estimates for programs to
fund appropriations.



Taxes and budgeting

Many local governments rely heavily
on property taxes to finance services
they offer. In some cases, services are
paid for entirely by property taxes.

The amount and type of tax a local
government may levy is limited by the
Oregon Constitution and Oregon law.
The constitution allows a local govern-
ment to levy annually the amount that
would be raised by its permanent rate
limit without further authorization
from the voters. Revenue from the per-
manent rate-limited levy can be used
for any purpose.

When a local government has no
permanent rate limit or when the rate
limit does not provide enough revenue
to meet estimated expenditures, the
government may request a local option
levy from the voters. These levies are

in excess of the rate limit and require
voter approval. Currently, ESDs can-
not use the local option tax. Schools
and community colleges can use the
local option tax, but the amount they
may request is limited.

A local option can be used for general
purposes or a specific activity. The levy
may be stated as a total dollar amount
or rate to be levied uniformly for a
period. If the levy is for an operating
purpose, the period cannot exceed five
years. If the levy is for capital projects,
the period cannot exceed the lesser
of the useful life of the project, or 10
years.

A debt service levy is used only to pay
principal and interest on bonds. The
constitution does not require voters
to approve this type of levy each year.
That’s because voter approval of a
bond issue is considered approval of
levies necessary to repay bond interest
and principal.

By law, some local governments are
limited on the total amount of tax they
may levy. These limits are computed
as a percentage of a local government’s

property value. For specific examples,
consult the Manual or the Department
of Revenue, Finance and Taxation
Unit.

Tax levies not made according to law
may be voided by an appeal to the
Oregon Tax Court. Appeals can be
made by the county assessor, coun-
ty court, board of commissioners,
Oregon Department of Revenue, Tax
Supervising and Conservation Commis-
sion, or 10 or more interested taxpayers.
An appeal must be submitted within 30
days after the local government certifies
the tax levy to the county assessor.

In addition, since 1991, the Oregon
Constitution has limited the amount
of taxes that may be imposed on any
property. For any property, the maxi-
mum amount of taxes to support the
public school system is $5 per $1,000
of real market value. The maximum
amount of taxes to support other gov-
ernment operations is $10 per $1,000 of
real market value. Certain types of tax-
es may not be subject to the limit. See
the Manual for further information.
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The Budget Process

61 Days**
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priation
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Elections |— Election* || Election
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5 to 30 Days
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/
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Additional notice 5 to 30
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3

* Elections may be held earlier.

**See the Secretary of State Elections
Manual, or contact the county clerk
for actual dates of filing.



Elections and budgeting

Many local governments find that
available revenues, including revenue
from levies made under the permanent
rate limit, are not enough to finance
proposed expenditures. In this case,
there are two alternatives:

1. Lower the proposed expenditures
to equal available revenues, or

2. Schedule a tax levy election to ob-
tain voter approval to levy a local
option tax.

All local governments that decide to
schedule a levy election are limited
to four election dates each year. The
levy election must be on one of these
dates.

See your county elections officer for
more information. The county elec-
tions officer publishes election notices,
sample ballots, and a list of polling
places.

Election dates

¢ Second Tuesday in March
e Third Tuesday in May
e Third Tuesday in September

e First Tuesday after the first
Monday in November

If the voters have not approved the
tax levy before the end of the fiscal
year, the governing body must adopt
the budget and make appropriations
by June 30 to lawfully spend public
funds in the new fiscal year. When the
district is planning on a tax levy elec-
tion in September, it must request in
writing from the county tax assessor an

extension to certify its tax levy. When
the tax levy is finally determined, the
governing body adopts the resolution
to levy taxes and submits its final levy
certification to the assessor. If the late
levy election failed, the governing
body must reduce its budget appro-
priations to reflect the amount of taxes
it actually has authority to levy.

Tax levy ballot language sometimes
must contain certain wording or state-
ments required by law or must not
exceed other limits. For more details,
see the Manual, or download a copy of
the Tax Election Ballot Measure Manual
(150-504-421).

11
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Appropriations
and their use

When the nine budget steps are com-
pleted and the new fiscal year begins,
the governing body works from
appropriations. Amounts listed in the
appropriation resolution provide au-
thority to spend public funds in the next
12 months. However, appropriations
may be made in broader categories than
the detail presented in the budget.

District spending is limited to the
schedule of appropriations. But what
if it is necessary to exceed original ap-
propriations? This may be done after
transferring appropriations or prepar-
ing a supplemental budget. There are
special provisions for exceeding appro-
priations due to civil disturbance, fire,
flood, earthquake, or other calamity.

Appropriation transfers

The governing body’s spending
authority in existing appropriations
may be changed by 1) transferring
amounts among appropriations in the
same fund, or 2) transferring from an
appropriation in one fund to an appro-
priation category in another fund.

Whenever you need to transfer an ap-
propriation, the governing body must
enact a resolution or ordinance provid-
ing for the transfer. This enactment must
be made before any overexpenditure is
incurred. Once a transfer is authorized,
the expenditures can be made.

Supplemental budgets

By transferring appropriations, a
governing body usually has enough
flexibility to carry out the programs
prescribed in an adopted budget. But
there will be times when an adopted
budget gives no authority to make
certain expenditures or when revenues
are received for which the governing
body had no previous knowledge.
In these cases it is possible to use a
supplemental budget to authorize

expenditures or spend additional rev-
enues in a current fiscal year. (There
are a few special revenues which may
be spent without a supplemental bud-
get.) Supplemental budgets cannot be
used to authorize a tax levy.

Local budget law does not contemplate
the involvement of the budget commit-
tee in adopting supplemental budgets.
The governing body may adopt a
supplemental budget at a regular pub-
lic meeting if prior notice is given and
the expenditures in the supplemental
budget are less than 10 percent of the
budget fund being adjusted. If the
expenditures are more, the governing
body must publish the supplemental
budget and hold a special hearing.

Public officials who spend money
unlawfully, in excess of authorized
amounts or for purposes not provided
by law, are civilly liable. The district
attorney or a taxpayer may file suit for
return of the money.

For more details, see Oregon Revised
Statute 294.480 or the Manual.



Audits

The final phase in the budgeting
cycle is an audit of the previous fiscal
year. This usually is done soon after
a new fiscal year begins. Most local
governments are subject to Oregon’s
Local Budget Law. Most of these gov-
ernments are required to have their
accounts and fiscal affairs audited and
examined annually.

An audit must be done by the Secre-
tary of State or an auditor certified by
the Oregon State Board of Accoun-
tancy to conduct municipal audits.
The auditor examines financial state-
ments, books, records, and other
financial data of your local govern-
ment. The auditor also will look at
any activities that relate to collection,

receipt, custody, handling, expendi-
ture, or disbursement of public funds.

Contact the Secretary of State’s office,
Audits Division for further explanation
or questions.

13
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Questions and answers
What is a budget committee?

The budget committee is the district’s
fiscal planning advisory committee.
The committee consists of the elected
governing body members and an equal
number of qualified district voters
appointed by the governing body.

Who can serve on a budget
committee?

Any qualified voter of the district
appointed by the governing body
except officers, agents, or employees
of the district.

Are budget committee members
paid for their work?

Budget committee members cannot
receive any compensation for serving

as committee members. They may be
eligible to receive reimbursement for
travel or meal expenses that are in-
curred as a result of meetings or other
authorized committee functions.

How long do members serve?

Citizen budget committee members are
appointed by the governing body for
three-year terms. Terms are staggered
so that approximately one-third of the
terms expire each year. Members may
be re-appointed for successive terms. If
a member resigns, becomes ineligible,
or is unable to serve out his or her term
of office, the governing body appoints
a replacement to complete the term.
There is no provision in the law for
“alternate” members.

What if no one will serve on
the budget committee?

If the governing body is unable to
appoint qualified individuals to va-
cant positions, the budget committee
may function with a reduced number
of members. For example, if a five-

member governing body, after making
a good faith effort to seek qualified
citizen members, can fill only three of
the appointed positions, the budget
committee can function with eight
members rather than ten. A major-
ity would then be five instead of six.
The membership may not be reduced
because governing body positions are
currently vacant.

Who are the budget committee
officers?

Only a presiding officer position is re-
quired by law. The presiding officer’s
duties are to chair budget committee
meetings. The chair can be either an
elected or appointed member. Some
districts may elect a vice chair to con-
duct meetings in the presiding officer’s
absence. The committee should also
designate someone to be responsible
for keeping an official record of its
proceedings. All members of the bud-
get committee have the same degree of
authority and responsibility.



What is the budget committee’s
main function?

In a series of public meetings the
budget committee meets to review,
discuss, make additions or deletions,
and approve the proposed budget
presented by the local government’s
budget officer. Upon completion
of its deliberations, the committee
approves the budget and sets the tax
rate or amount needed to balance the
budget.

What are the rules about budget
committee meetings?

Budget committee meetings are open
to the public. A quorum is required to
conduct committee business. A majority
of the budget committee membership is
required to approve any motion.

Minutes of each meeting are kept. The
minutes are the official record of bud-
get committee meetings. It is important
that minutes are accurate. The budget
process is required by law and districts
may need to document that the process
was in compliance with state statutes.

The approval of the final budget docu-
ment and the rate or amount of tax to
be imposed, in particular, should be
in the form of motions with the votes
recorded in the minutes.

What happens at the first budget
committee meeting?

Generally, the budget committee elects
a chair and other officers, receives the
budget message, hears patrons, sets
dates for future meetings, and adopts
rules of order. These rules should
establish an operating procedure
for the budget review process. The
committee may adopt Robert’s Rules
of Order or establish its own. In any
event, the budget committee needs to
discuss and agree upon a procedure.
The committee may not adopt any rule
which would allow it to take official
action with approval of less than a
majority of its members in agreement.

What happens at subsequent
budget meetings?

Generally, the second and other sub-
sequent meetings take place at least

one week after the first meeting. This
practice allows budget committee
members to review the proposed
budget document. Budget committee
members may wish to make arrange-
ments with the district administrator
and/or budget officer to visit district
operations during this week, make
inquiries about specific budget items,
request additional information, or
indicate areas of interest they believe
should be highlighted at future meet-
ings. In subsequent meetings, the
entire budget is reviewed fund by fund
and/or section by section.

At least one meeting must provide
the opportunity for the public to ask
questions and make comments about
the budget. Notification of the first
budget committee meeting in which
public questions and comments will
be heard is required in a newspaper
of general circulation, by a first-class
mailing to every street address or P.O.
box in the district, or by hand delivery
to every street address. See Chapter
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8 of the Manual for more detail on
publication requirements.

How many meetings are required?

The number of meetings required varies
from year to year and with the unit of
government. Some districts meet only
once, others may need to meet several
times. Factors such as the detail in the
budget documents, size of the district,
number of funds, presentation of the
budget, and the personalities of indi-
vidual budget committee members will
result in various numbers of meetings.

When will | get a copy of the
budget?

The budget officer provides copies of
the proposed budget at or before the
first budget committee meeting, when
the budget message is presented by the
executive officer.

What other information
is available to the budget
committee?

The budget committee may request
any information required during

consideration of the proposed budget
from any district officer or employee.
The budget committee may also re-
quire staff members to attend budget
committee meetings. Such requests by
the budget committee should be made
through the chief administrative officer
of the local government and /or budget
officer.

How is the material that

is presented by the budget
officer at the first meeting
prepared?

The budgeting process is a continuous
cycle that generally begins long before
the budget committee meets. Each dis-
trict has its own procedures for budget
review and development. In larger
districts, each part of the organization
may have its own budget preparation
process, in which funding requests for
the upcoming fiscal year are developed
and then “rolled up” into the total
agency budget requirements. By the
time the budget committee receives the
budget message and budget document,
many hours of work have been put

into budget development. The budget
officer coordinates these efforts with
district staff and other administrators.

What is a quorum? What happens
if we don’t have a quorum ata
budget committee meeting?

A quorum is one more than half the
total number of the members. If a quo-
rum is not present, the members who
are present may discuss committee
business, but no action may be taken.

What if we have a quorum,
but cannot get a majority of
the members of the budget
committee to approve the
budget?

Any action by the budget committee
requires approval by a majority of the
entire committee. For example, if the
budget committee has ten members,
six are present at a meeting (a quo-
rum), but only five of the six present
agree with a motion to approve the
proposed budget, then the motion
does not pass. It is up to the budget
committee to negotiate a budget and



tax that is acceptable to a majority of
its members.

May | ask questions other than at
budget committee meetings?

It could be very helpful and a courtesy
to other budget committee members
if inquiries are not restricted to com-
mittee meetings. Checking with the
administrator and/or budget officer
between meetings allows members
to explore budget items of interest in
greater detail than might be practical
during committee meetings. Question-
ing also assists the administration/
budget officer by giving an indication
of concerns, making it possible to high-
light issues that may be of interest to
the entire budget committee.

Can | consult with other budget
committee members about

details in the budget other than
at budget committee meetings?

Discussion of the budget committee
must always take place in the
forum of a public meeting. One of
the reasons Oregon uses the budget

committee process is to ensure public
comment and full disclosure of budget
deliberations. It is much better to
abide by the spirit of the law and hold
all discussions at budget committee
meetings.

Can the budget committee
add or delete programs or
services?

Generally, the budget committee’s
role is not to directly establish or
eliminate specific programs or services.
Standards and budget parameters
established by the governing body give
the budget officer and administrative
staff general guidelines for budget
development. The budget officer
then prepares a budget which reflects
the governing body’s parameters.
This proposed budget is what the
budget committee considers during its
meetings. Budget committee influence
on programs and services is most
often exerted at a higher level, when
it approves the overall budget and
establishes the tax levy.

Having said all that, if a majority of
the budget committee agrees, it can
add or delete funding for specific
services. Public participation at budget
committee meetings may influence
budget committee decisions. However,
final authority for administration
rests with the governing body. The
governing body can make changes after
the budget committee has approved
the budget, although they may have to
re-publish the budget and hold another
public hearing to do so.

Can the budget committee
determine how much an
employee is paid?

The budget committee does not ap-
prove new personnel, employee
contracts or salary schedules, nor does
it negotiate salary contracts.* However,
the adopted salary schedules, negoti-
ated contracts, and other materials
that have a fiscal impact on the budget
document may be requested for review

*Note: ORS 204.126 says the county budget
committee or TSCC approves changes in
the salary of elected county officials.
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by the budget committee. Through its
authority, the budget committee may
direct the administration to make dol-
lar adjustments (increases or decreases)
in the proposed budget.

What happens after all
the sections of the budget
are presented?

After all presentations are made, all pa-
tron input received, and all other related
issues discussed, the budget committee
approves the budget. The approved
budget recommends a level of spend-
ing for the year. The approved budget
document also specifies the full amount
of the property tax levy authority that
may be certified to the tax assessor.
The governing body may reduce the
levy, but the rate or amount of the levy
approved by the budget committee
cannot be increased without republish-
ing the financial summaries. Approval
of the tax levy and the budget should
be in the form of a formal motion, with
the vote recorded in the minutes of the
meeting.

Does the budget committee
have any other duties?

At the final meeting where the budget
is approved, and the tax levy rate or
amount is established, the committee’s
work is finished as far as local budget
law is concerned. Local charters may
have additional duties. Frequently,
budget committee members express
a desire to assist the governing body
and administration in any public meet-
ings or appearances concerning the
budget. The budget committee may
be reconvened by the governing body
at a later date in the event the finan-
cial conditions in the district change.
A meeting for this reason is called at
the discretion of the governing body
and is not a requirement of the local
budget law.

After the budget is approved
by the budget committee and
recommended to the governing
body, what action does the
governing body take?

The governing body must publish a
financial summary of the budget that

was approved by the budget commit-
tee. The notice of the budget hearing
is also published with the financial
summary. At the public hearing, the
governing body hears any citizen
input on the approved budget. The
governing body may make additional
adjustments to the budget that was
approved by the budget commit-
tee. Following the hearing and no
later than June 30, the governing body
must adopt the budget, make ap-
propriations, and set the property tax
levy rate or amount. If a property tax
is required, the governing body must
certify the tax to the county assessor no
later than July 15.

What if the governing body
changes the budget approved by
the budget committee in ways
that the budget committee

does not approve?

The governing body has that right.
However, the amount of the estimated
expenditure for each fund may not be
increased more than 10 percent unless
a summary of the revised budget is



again published and another public
hearing is held. In addition, the total
property tax to be levied may not
exceed the amount or rate shown in
the budget that was approved by the
budget committee and published with
the notice of the budget hearing with-
out once again publishing the revised
budget and holding another public
hearing. Of course, budget committee
members are free to attend that hearing
and voice their opinions of the changes
made by the governing body.

What is a supplemental budget?

Districts may find it necessary to pre-
pare a supplemental budget at some
point during the fiscal year. Circum-
stances under which a supplemental
budget is authorized are:

e An occurrence, condition, or need
arises which was not known at the
time the budget was adopted.

e Additional funds are made available
after the budget was adopted.

Although the budget committee is usu-
ally not involved with supplemental

budgeting, the procedures for supple-
mental budgets are similar to those
for the annual budget. If estimated
expenditures are being changed by
more than 10 percent, these procedures
include a public hearing and publish-
ing a notice and budget summary five
to 30 days prior to the hearing.

Where can I find the law that
governs the creation and
operation of budget committees?

Budget committees are required in
Oregon’s Local Budget Law. This law
is found in the Oregon Revised Statutes
(ORS) beginning at ORS 294.305.

These statutes as well as addition-
al information can be found on the
Department of Revenue website at
www.oregon.gov/DOR.

Where can | direct my questions
regarding budget committees?

Oregon Department of Revenue
Finance and Taxation

PO Box 14380

Salem OR 97309-5075

Telephone: 503-945-8293
Fax: 503-945-8737
E-mail: finance.taxation@state.or.us
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Checklists

Budget Committee
Checklist

v

At first meeting, elect presiding
officer (required) and vice chair
(optional).

At first meeting, establish budget
committee procedural rules.

At first meeting, receive budget
message and proposed budget.
Establish a meeting calendar.
Request information.

Make budget documents available
to any person.

Provide opportunities for citizens
to ask questions.

Approve motion setting the rate
or amount of taxes necessary to
balance budget.

Approve budget and recommend
to the governing body.

Administration
Checklist

v/
4

Gather budget requests.

Evaluate budget requests and
develop proposed budget.

Develop estimates of revenue.
Prepare budget proposal.

Estimate ad valorem taxes in
budget document.

Prepare budget message.

Publish required notices and budget
summary.

Provide citizens with information
about approved budget.



Glossary

Here are some terms you will use as
you work on your budget.

Adopted budget. The financial plan
adopted by the governing body which
forms a basis for appropriations.

Ad valorem tax. A property tax com-
puted as a percentage of the value
of taxable property. See “Assessed
value.”

Appropriation. Based on an adopted
budget, an authorization for spending

specific amounts of money for specific
purposes during specific periods of
time. Presented in a resolution or
ordinance adopted by the governing
body.

Assessed value. The portion of value
of real or personal property that is tax-
able. It is the lesser of the property’s
real market value or the constitu-
tional value limit (maximum assessed
value—MAYV). The value limit may
increase 3 percent annually unless
qualifying improvements or changes
are made to the property. These im-
provements or changes allow the
value limit to increase by more than
3 percent.

Biennial budget period. A 24-month
period beginning July 1 and ending
June 30 of the second succeeding
year.

Budget. Written report showing the
local government’s comprehensive
financial plan for one fiscal year.
Must include a balanced statement
of actual revenues and expenditures

during each of the last two years,
estimated revenues and expenditures
for the current and upcoming year.

Budget committee. Fiscal planning
board of a local government, consist-
ing of the governing body plus an
equal number of legal voters from the
district.

Budget message. An explanation of
the budget and local government’s
financial priorities. Prepared by or
under the direction of the executive
officer or presiding officer of the gov-
erning body.

Budget officer. Person appointed by
the governing body to assemble bud-
get material and information, prepare
the proposed budget, and oversee the
budget process.

Capital outlay. Items which generally
have a useful life of one or more years,
such as machinery, land, furniture,
equipment, or buildings.

County elections officer. County clerk
or registrar of elections.
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District. Refer to “Local government.”

Expenditures. Decreases in net finan-
cial resources if accounts are kept on
an accrual or modified accrual basis;
total amount paid if accounts are kept
on a cash basis.

Fiscal year. A 12-month period begin-
ning July 1 and ending June 30.

Fund. A division in a budget segregat-
ing independent fiscal and accounting
requirements. An entity within a gov-
ernment’s financial plan designated to
carry on specific activities or to reach
certain objectives.

Governing body. County court, board
of commissioners, city council, school
board, board of trustees, board of
directors, or other governing board of
a local government.

Line-item budget. The traditional
form of budgeting, where proposed
expenditures are based on individual
objects of expense within a department
or division.

Local government. Any city, county,
port, school district, public, or quasi-
public corporation (including a
municipal utility or dock commission)
operated by a separate board or
commission.

Municipality. See “Local government.”

Ordinance. Written directive or act of
a governing body. Has the full force
and effect of law within the local
government’s boundaries, provided
it does not conflict with a state statute
or constitutional provision. Refer to
“Resolution.”

Organizational unit. Any administra-
tive subdivision of a local government,
especially one charged with carrying
on one or more specific functions (such
as a department, office, or division).

Payroll expenses. Health and accident
insurance premiums, Social Security
and retirement contributions, and civil
service assessments, for example.

Permanent rate limit. A district’s
permanent ad valorem property tax

rate for operating purposes. This rate
levied against the assessed value of
property raises taxes for general opera-
tions. Permanent tax rate limits were
either computed by the Department
of Revenue for districts existing prior
to 1997-1998 or are voter-approved
for districts formed in 1997-1998 and
later.

Program. A group of related activities
to accomplish a major service or func-
tion for which the local government is
responsible.

Property taxes. Amounts imposed on
taxable property by a local government
within its operating rate limit, levied
under local option authority, or levied
to repay bonded debt.

Proposed budget. Financial and op-
erating plan prepared by the budget
officer, submitted to the public, and
budget committee for review.

Real market value. Value at which
a property would be sold by an in-
formed seller to an informed buyer on
the appraisal date. Value set on real



and personal property as a basis for
testing the (Measure 5) constitutional
limits.

Reserve fund. Established to accu-
mulate money from one fiscal year to
another for a specific purpose.

Resolution. An order of a governing
body. Requires less legal formality
and has lower legal status than an
ordinance. Statutes or charter will
specify actions that must be made by
ordinance and actions that may be by
resolution. (For cities, revenue raising
measures such as taxes, special assess-
ments, and service charges always
require ordinances.) See “Ordinance.”

Resources. Estimated beginning fund
balances on hand at the beginning
of the fiscal year, plus all anticipated
revenues.

Revenues. Monies received or an-
ticipated by a local government from
either tax or nontax sources.

Supplemental budget. Prepared to
meet unexpected needs or to spend

revenues not anticipated at the time
the regular budget was adopted. Can-
not be used to increase a tax levy.

Tax levy. Taxes imposed by a local
government unit through a rate or
amount.

Transfers. Amounts distributed from
one fund to finance activities in an-
other fund. Shown as a requirement in
the originating fund and a revenue in
the receiving fund.

Unappropriated ending fund balance.
Amount set aside in the budget to be
used as a cash carryover to the next
year’s budget, to provide the local gov-
ernment with a needed cash flow until
other money is received. This amount
cannot be transferred by resolution or
used through a supplemental budget
during the fiscal year it is budgeted
unless there is a significant calamity or
natural disaster.

23



24

Biennial budgeting

Local governments may budget either
on a one-year (fiscal year) or a two-
year (biennial) cycle. The governing
body may, by ordinance, resolution,
or charter, provide that the budget be
prepared for a period of 24 months.
The biennial budget period begins
July 1 and ends June 30 of the second
following calendar year. In brief, the
differences between fiscal year budget-
ing and biennial budgeting are:

1. Members of a budget committee
who prepare a biennial budget are
appointed to four-year terms. The
terms of the members should be
staggered so that one-fourth of the
terms end each year.

2. The budget estimate sheets contain-
ing the estimates of resources and
expenditures in a biennial budget
must show:

* Actual expenditures for the two
budget periods preceding the
current budget period,

® The estimated expenditures for
the current budget period, and

® The estimated expenditures for
the ensuing budget period.

. The summary of the budget as ap-

proved by the budget committee
that is published along with the
notice of the budget hearing will
show the proposed budget for a
two-year period.

. If a taxing district adopts biennial

budgeting, the budget committee
must approve the amount or rate of
ad valorem property taxes for each
year of the biennium.

. After the budget committee ap-

proves a biennial budget and before
the budget is adopted, the governing
body may not increase the amount
of estimated expenditures for the
biennium in any fund by more than
$10,000 or 10 percent, whichever is
greater, and may not increase the
amount or rate of the tax levies ap-
proved by the budget committee for
either year of a biennial budget un-
less the amended budget document
is republished and another budget
hearing is held. Once the budget is

adopted, the tax amount cannot be
increased in the second year.

. Ifadistrict adopts a biennial budget,

then after the budget hearing and
before the June 30 that precedes the
start of the budget period, the gov-
erning body must pass a resolution
or ordinance to adopt the budget
and make appropriations for the en-
suing 24-month budget period. The
governing body must also pass a
resolution or ordinance to levy and
categorize property taxes for each
year of the ensuing budget period.

. Whether a budget is for a fiscal year

or for a biennium, certification of
property tax levies and a copy of a
resolution or ordinance levying and
categorizing taxes for the ensuing
year must be submitted to the county
assessor every year by July 15.

. Districts that must submit their

budgets to the Department of Rev-
enue or to the Tax Supervising and
Conservation Commission must
do so only during the first year of
a biennial budget period.
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